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PRELIMINARY OBSERVATIONS ON THE 
ECONOMIC ACCOUNTS OF QUEBEC 


The purpose of this document is to communicate 
to Members of Parliament and Senators some preliminary 
observations on the interpretation given on March 25 
by the Premier and the Minister of Industry and Commerce 
of Quebec to the Economic Accounts of Quebec, which were 


published the same day by the government of that province. 


The Economic Accounts present very useful 
information on the development of the Quebec economy from 
POCO mL oy) 


- what has been produced, consumed, saved and 
invested during that period by three distinct 
categories of economic agents: households, 
companies or corporations, and governments; 

- what these economic agents have received 
in income - from Quebec sources only - and 
incurred as expenses - again in Quebec only 


- over the same period. 


The Economic Accounts of Quebec, like those of 
other provinces, constitute a highly useful analytical and 
planning tool for private and governmental organizations 
that are interested in economic development at both the 
federal and provincial levels. For the federal government, 
this is particularly the case for the departments of 


Regional Economic Expansion, Finance, and Industry, Trade 


and Commerce. 
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Before going futher, it should be noted that 


the provincial economic accounts: 


a) measure only one part of the federal 
government activities which the population 


of each province pays for and benefits from; 


b) cannot be used to measure the costs and 
benefits of Canadian Confederation to a 


particular province, in this case Quebec; 


c) cannot be used to estimate the costs or the 
benefits that would result from Quebec's 
separation from the rest of Canada or the 
direct impact of such a political upheaval 


on Quebecers' incomes. 


What the Economic Accounts Are 


The "Economic Accounts" are in the form of a 
222-page document containing the initial results for Quebec 
of a new provincial economic accounting system developed 


by Statistics Canada in co-operation with the provinces. 


The first four chapters of the document describe 
the new system, define the economic concepts, and give 
certain details on the methods used by the Quebec statisticians 
to identify and measure the principal dimensions of economic 
activity in Quebec. In general, these definitions and 
methods are largely the same as those used by the experts 
in Statistics Canada and in the other provinces, ALLER 
chapter gives a summary of the evolution of the main economic 
variables in Quebec during the period covered by the study, 
MIG seo: VOVS.. 


This evolution is presented in more detail in 
the 52 tables which really constitute the Economic 
Accounts of Quebec. The data on the years 1961-71 given in 
these tables are essentially the same, with the exception 
of minor revisions, as those compiled by Statistics Canada; 
most of the data for the years 1972-74 were also provided 
by Statistics Canada, with the remainder being estimates 
made on the same basis as that used in previous years by 
the Quebec statisticians. On the other hand, the data 
for 1975 are, with only a few exceptions, estimates made 


by the Quebec government. 


Statistics Canada has already provided the other 
provinces with a preliminary version of their economic 
accounts for the 1961-71 period and will be able to provide 
them with complementary tables for the 1972-74 period at 
the meeting of the federal-provincial committee on provincial 
economic accounts, to be held April 18 to 20 in Edmonton. 
Each province is free to publish its accounts if and when 


it sees fit. 


In short, the federal-provincial program,which made 
it possible for the government of Quebec to publish, on March 
25, the economic accounts of the province, has attempted to 
identify and to measure the principal dimensions of economic 


activity within the territory of each Canadian province. 


SOME FINDINGS 

The Economic Accounts of Quebec in fact show that 
the Quebec economy did relatively well during the period in 
question. Based on the Economic Accounts, a number of 
observations can be made which Premier Lévesque and Rodrigue 
Tremblay, the Minister, chose to overlook in their statements 
of March 25. 


tee erOGuc EiOn 

PLoOm 9G) tO 1975, the gross, domestic, product. (GDP) 
of Quebec, expressed in 1975 dollars to remove the efféct of 
inflation! rose from $21,297 million to $39,567 million, 
representing a real, average annual growth rate of 4.5 per 
cent. This is lower than the growth rate of Canada, but 
higher than the rate registered during the 1962-73 period 
by the German Federal Republic, Switzerland, Sweden, Denmark, 
Luxemburg, the United Kingdom and Ireland and the same as 
that recorded by Italy.? 


In other words, the Quebec economy developed more 
rapidly in the Canadian context than eight independent 
member countries, including some of the wealthiest, of the 
Organization for Economic Co-overation and Development 
COECD)’ 2 


2. Per Capita.production 

From 1961 to 1975, the per capita gross domestic 
product of Quebec, expressed in 1975 dollars, rose from 
$4,050 to $6,394. This was an increase of 58 per 
cent, which placed Quebec ahead of some of the richest and 
most industrialized countries in the world. In fact, of the 
cwently—tive member countries Of the OECD, only three - the USA 
Sweden and Canada - registered a real per capita GDP 
(expressed in 1970 US dollars) higher than that of Quebec. 3 


lThe data from the Economic Accounts of Quebec have been "deflated" 
using the implicit price index of Canada's gross national expendi- 
ture, which is the most suitable index available at present. 
4National Accounts of OFCD. countries; Paris O-1975% 


3Principal Economic Indicators, OECD, November 1976 


3. Personal income 

During, the same: fifteen-yeam persiod. mover all personal 
income: in Ouebec ‘rose, from, $15,699) midds onibos 32.8, 0.misi ton 
(again, in 975 dollars), an»average annual real: gorowhhtcate 
of 5.4 per cent. The growth rate for personal income was 
therefore considerably higher than that of the gross domestic 
product in Quebec. This difference is due mainly to the 
redistribution to Quebecers by the federal government of 


revenues derived from Canada's richest provinces. 


4. Per capita personal income 

From 1961 to 1975, the per capita personal income 
of Quebec rose from $2,982 to $5,312, an increase of 78 per 
cent. This increase was much larger than that of the per 
capita gross domestic product. This was possible mainly 
because the federal government, by means of its social security 
programs, supported the incomes of Quebecers by uSing the 


resources of the more productive provinces. 


50m Soevalmsecuri ey. 

The Economic Accounts of Quebec clearly indicate 
that the federal government's social security programs have 
been highly advantageous to Quebecers. From 1961 to 1975, 
total payments made by the federal government to individuals 
in Québec rose from-3973 ‘million Glin sloTS dolar sia peo 
$2,931 million. As a result of family allowances, old age 
pensions, unemployment insurance and other such federal 
programs, the real per capita income of Quebec from direct 
federal transfer payments was $474 in 1975 - two and one-half 


times higher than in 1961. 


6. Payments to the Quebec government 
During the same period, amounts paid by the federal 


government to the Quebec government more than quintupled, 


micrveastag . rom, 6435 milion, an, 41.961. to $2,197 million in 
1975. Equalization payments and federal programs such as 
hospital and medical insurance amounted to $355 per capita for 
Quebec jin A975, as compared with $83 per capita fifteen 
years earlier. It will be noted that the federal govern- 
ment in this way has financed a high percentage of the 
expenditures of provincial and local administrations in 
Quebec. Rodrigue Tremblay, the Minister, has drawn atten- 
tion to such expenditures - particularly to salaries and 
to investments and purchases from companies and corpora- 
PLONSs — as weing related to direct 30b creation. 9 In 1973, 
for example, the federal government could be said to have 
financed 17 per cent, or $937 million, of expenditures by 


Quebec and its local governments for, these forms of direct 


job creation. 


Interpreting the Accounts 

There is, then, in the statistical paper published 
on March 25 by the government of Quebec, a number of easily 
verifiable points which clearly establish that "the very 
existence of a federal government", in the words of Premier 
Lévesque, is the source of considerable economic benefit 


for Quebecers. 


However, the Economic Accounts of Quebec by no 
means give the whole economic picture of Quebec or measure 
all aspects of Quebec's economic relations with the other 
provinces of Canada, with the federal government or with 
foreign countries. The economists and statisticians who 
prepared the Bconomic Accounts,,.in fact, drew attention to 


this in their description of the methodology. 


In brief, for technical reasons, the Economic 


Accounts constitute a very limited analytical tool when used 


to examine how the Canadian economy functions, to 

draw up any interprovincial balance sheet of the federal 
government's economic activity, or to estimate Quebec's 

balance of payments with the rest of Canada and foreign 


countries. 


Earlier it was seen that the Economic Accounts 
attempt to measure Quebec's gross domestic product, that 
is, the total value of goods and services produced within 
that province. This means that the methodology of the 
Economic Accounts excludes, by definition, certain 


expenditures and revenue attributable to Quebecers. 


On the other hand, this methodology includes in 
Quebec's gross domestic product expenditures that are only 
partly paid for by Quebecers, and revenues that they will 
nevenuvreceive either because. they, owe-them=to—-resmeches 
in other provinces or to foreigners, or because such 
revenues are made up of taxes actually borne by taxpayers 


in other provinces. 


From the economic accounting standpoint, the 
methodology used in the Economic Accounts is valid 
(although there are others that could have been used just 
as correctly) - provided one does not attempt to make the 
tables say more than they actually can say. Therefore, it 


is all a question of interpretation. 


Thus, the conclusions regarding the supposed 
"federal surplus" realized in Quebec and the hypothetical 


"Current external balance" of the Quebec economy, as drawn 


by the Quebec minister of Industry and Commerce on the 
basis of the Economic Accounts, in the . introductory 
document which he distributed on March 25, could be valid 
only if he added to or subtracted from Quebec's gross 
domestic product these various revenues and expenditures, 
in order to arrive at a gross provincial product. What 
is at issue is not simply "a few million dollars here and 
there", as Mr. Tremblay told the press; for 1973 alone, 
the sums at issue could easily total $700 million more 


and a billion dollars less. 


WHAT THE ECONOMIC ACCOUNTS EXCLUDE 


ihe BOLeLgit investment income 


Every day, individuals, corporations and 
financial institutions in Quebec buy and sell shares and 
bonds issued in foreign countries - shares of large 
American corporations, for example. These Quebec economic 
agents thus receive interest or dividents on such investments, 
which swell the "provincial revenue" generated in Quebec 
itself and constitute an additional source of either 


purchasing power or Savings. 


Such investment income is excluded, as it should 
be, from the GDP calculated in the Economic Accounts of 
Quebec, but it should have been considered before making 
any statements about the current account balance of the 
Quebec economy. For 1973 alone, these revenues from 


foreign sources are estimated at about $170 million. 


2. Investment income from other provinces 


Similarly, every day, individuals, corporations 
and financial institutions in Quebec buy and 
sell shares and bonds issued in other Canadian provinces, 
e.g. Nova Scotia government bonds ,~Ontario sindustr ia ia, 
Alberta oils, British Columbia forests and mines. These 
investments also genérate interest or dividends and 
constitute for Quebecers - including the Quebec Deposit 
and Investment Fund - a substantial source of revenue, and 


therefore of purchasing power or Savings. 


The Economic Accounts also exclude from the 
GDP other investment income which it is difficult to 


estimate accurately at the present time. 


3. Salaries paid to residents working outside Quebec 


Many thousands ofindividuals reside in Quebec but 
work in another province and consequently receive their 
Salaries and wages from an "outside" source. This is 
especially the case with more than 15,000 federal public 
servants who live in the Quebec section of the National 
‘Capital Region but who are employed in departmental head- 


quarters located in Ottawa. 


If an attempt is made to measure the Quebec GDP, 
as the Economic Accounts do, these revenues must be excluded. 
However, they must be included when attempting to evaluate the 
final demand for the Quebec economy, which Mr. Tremblay 
has clearly claimed to do. For 1973 alone, the salaries 
paid to federal public servants working in Ontario but 
residing in Huli and in the other Quebec municipalities making 
up the National Capital Region were estimated at over 
$100 million. 
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4. Federal government expenditures abroad 


Any time a Quebec businessman or tourist uses 
the services of a Canadian embassy, consulate or trade 
mission abroad, he is "importing" public services; this 
"importation" is paid for out of the taxes he pays to the 


federal government. 


The Economic Accounts completely disregard these 


transactions, real as they are. They exclude all federal 


government expenditures abroad, although they include all 
we taxes and revenues paid by Ouebecers to the federal 
government and out of which these expenditures are financed. 


The same holds true for the economic accounts of the 


other provinces. 


For 1973 alone, the expenditures incurred abroad 
by the federal departments of External Affairs and 
Industry, Trade and Commerce were estimated at about $100 
million. We should point out that several other federal 
departments and agencies incur expenditures outside the 
country when representing Canadian - and therefore Quebec - 


interests. 


Under NATO, the federal government also maintains 
a large military contingent in the Federal Republic of 
Germany; it also assigns some Canadian Armed Forces personnel 


to UN peace-keeping operations, mainly in Cyprus and the 


Middle East. Provincial estimates of gross domestic product 
exclude all expenditures that the Department of National 
Defence incurs abroad for these purposes. For 1973 alone, 


these expenditures amounted to some $164 million. 
re mek 


‘ The federal government's foreign investment income 


is similarly excluded. 
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Provincial economic accounts - including 
Quebec's - also exclude from the measure of domestic 
product any grants paid to other countries by the 
Canadian International Development Agency (CIDA) and 
other transfer payments made abroad by the federal 
government. Estimates of these transfer payments amount 
to $512 MLITioOn Lor 973 sakone.. 


in Short, che  téderal) government Spent more 
than $600 million abroad in 1973. No mention is made of 


these expenditures in the Economic Accounts of Quebec, 
even though they were provided in part out of the taxes 


paid by Quebecers to the federal treasury that year. 


Le should be noted sehat one quarter, yor 


approximately $150 million, of these expenditures may be 
imputed to Quebecers. 


5. Expenses incurred outside Quebec by the head offices 
of federal government departments 


Every day federal government department head 
offices deal with Quebec issues, push ahead with their 
analysis of some aspect of Quebec's economic, social or 
cultural problems, or work on proposals to promote the 
development of Quebec and the other regions of Canada. 

The subjects of their work range from energy and the 
aerospace industry to transportation, regional development, 


public health ancwtoreign poluLey.. 


Federal government department head offices located 
outside Quebec are therefore at least.as "productive as 
their Quebec regional. offices or QOuebec-based head offices. 


sue ee 
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However, the operating costs of head offices outside 
Quebec are not included in the gross domestic product 
of Quebec, whereas the costs of Quebec regional offices 
and Quebec-based head offices are included in the 


Economic Accounts. 


The provincial economic accounts did assign some 
financial value to federal public services provided within 


the territory of Quebec but seem to consider federal 


services "imported" from other provinces to be valueless 
Oi, More vprecisely),"" free". 


In fact, the logic of federal budget accounting 
for each province should be very different: a large portion 
Ormcnestederal” taxeseparduby sQuebecers 7 asoby, other 


Canadians, is used to finance the activities of the head 
orifices oretederal government idepartments ; whethemothey are 
located in Ottawa, Quebec or elsewhere. The operating 
costs in 1973 of head offices located in the Ontario sector 
of the National Capital Region are estimated to have been 
over $1.4 billion. A large portion of these disbursements 
will "cross" the Ottawa River and increase Quebec's gross 
domestic product when new federal buildings have been 
completed in Hull and the head offices of a dozen federal 


departments and agencies are relocated there. 


It should be noted, as an illustration, that 


Quebec's contribution to the operating costsimof federal 


department head offices in Ottawa in 1973 was approximately 
$350 million. This figure shows once again that one 


cannot rely on just one method - be it provincial economic 
accounts or any other - to estimate the economic costs or 
benefits that a community such as Quebec derives from its 


membership in the political and economic federation of Canada. 
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ITEMS THAT SHOULD NOT HAVE BEEN INCLUDED IN THE ACCOUNTS 


The following comments are a counterpart 

ta preceding remarks. They deal with incomes and expen- 
ditures that should have been excluded from the Quebec_ 
GDP_in order to measure correctly the "final demand" or 
the "current external balance" of the Quebec economy, 
or to determine whether the federal government is taking_ 
a larger or smaller amount of income from Quebecers than 
it is spending for their benefit. 


1. Funds paid to foreigners 


The Economic Accounts of Quebec include in the 
gross domestic product of Quebec interest and dividends 
that individuals, companies and government bodies owe to 


foreign creditors and shareholders. 


Although Quebecers do not receive any of these 
particular revenues, they are, nevertheless, included in 
the Quebec accounts as part of the provincial product. 


The total interest and dividends that Quebec economic agents 


had to pay to»forezgn creditors and shareholdérs in) 1973 
were estimated cto rberapproximately. $525-mil lion. Interest 


paid to foreigners by the provincial and local governments 


alone amounted to approximately $225 million in the same year. 


2. Funds owed to residents of other provinces 


The interest and dividends owed by Quebec 
economic agents to creditors and shareholders in other 


Canadian provinces are also included in the Quebec GDP. 


of aden talk 
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However, these tens represent a .sproduction,.tcost*, 


specifically the amount of money that the Quebec economy 
must produce in order to pay the holders of the financial 
capital that it has procured elsewhere in Canada. At 
the present time no reliable estimates exist for this 


Dae rculat outctiow of funds. 


3. Salaries paid to non-residents working in Quebec 


Salaries paid to non-residents working in Quebec 
are included when the GDP is calculated, even though the 
greater part of the sum in question represents one of 
those "leaks" of overall demand which are such a great 
cause of concern to the Quebec Minister of Industry and 
Commerce. Here again, this phenomenon is evident particularly 
in the National Capital Region; approximately one quarter 
of the federal public servants working in Quebec are 
resident in Ontario. The salary total in question was 
Guateemoderace ine 1973); siagntly over,310.million. = 
but since then it has grown considerably and will continue 
to grow as new federal buildings under construction in Hull 


are occupied. 


4, Expenditures in Quebec by headquarters offices of 
the Federal Administration 
All expenditures in Quebec by headquarters 
offices of federal departments and agencies situated in the 
province = principally wan Hull..- are, ancluded, 1n, Quebec's GDP. 
These administrative entities serve every province in the 
country, however, and "export" to the provinces an important 


percentage of the public services they produce. 


PIP SLES 


In 1973 the expenditures on goods and services 


of the federal entities situated in the National Capital 
Region Quebec sector were evaluated at over $95 million. 


The majority of these offices were headquarters rather 
than provincial branch offices. The Quebec share in these 
expenditures would therefore have been approximately 

$24 million. 


ALLOCATION OF INDIRECT TAXES 


Another aspect of the economic accounting used 
by the Province has the effect of systematically and 
substantially over-estimating the taxes levied in Quebec 


but actually paid by consumers in other provinces. 


The Economic Accounts of Quebec attribute to 
Quebec all the receipts of federal indirect taxes levied 
in the province. The methodology used for calculating 
the (GDP ettmi putes stoMouebec a) lithe custons idubves 
collected: in Ouebec and all the .excise  Laxes sand sities 
which the federal government levies on Quebec manufacturers, 
including the duties and taxes which enter into the price 


of goods sold outside Quebec. 


This method of breakdown can be justified within 
the framework of national and provincial accounts, where it 
is extremely desirable to have compatible systems which 
permit the integration of statistics. However, if we wish 
instead to measure the economic impact of the federal 
tax system on the residents of Quebec, it is much preferable 
to evaluate the burden which is actually imposed by indirect 


taxes on Quebec consumers. If receipts from indirect federal 
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taxes from 1961 to 1975 are broken down on that basis 
among the provinces, it produces a far lower share for 


Quebec than the amounts published in the Economic Accounts. 


The attached table summarizes the result of an 
estimate based on various indices of consumption. In this 
table, the value (in current dollars) of the indirect 
federal taxes borne by Quebec consumers (from 1961 to 1975) 
totals $16.2 billion. For the same period, the Economic 
Accounts attribute to the federal government over $20.4 
billion in receipts originating in Quebec as indirect 


taxes. The ditterence between these two sums in $4.2 billion. 


The Economic Accounts of Quebec attribute to 
the Province over 40 per cent of excise duties (on tobacco, 
Spirits and beer) levied in Canada as a whole, and for 
two years Quebec's share amounts to over one half. For 
other indirect taxes, it can be observed that in almost 
all cases and for each year, the proportion attributed to 
Quebec in the Economic Accounts is higher than the Province's 
Share of population. Nevertheless, an examination of 
various consumer indices, such as retail sales or disposable 
personal income, shows that Quebec's share, as compared to 
that of the other provinces, is regularly less than its 
Share of the Canadian population. This difference is clearly 
the result of the fact that Quebec includes several ports 
of national importance:= ‘the’port of-Montreal, for example - 
and the fact that several major manufacturing industries 


are concentrated there. 


One of the major conclusions which Mr. Lévesque 
and Mr. Tremblay draw from the Economic Accounts of Quebec 


is that during the 1961-1975 period the federal government 
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collected in Quebec revenues amounting to $4.3 billion 
more than the expenditures it made in the province, and that 
accordingly it derived a "surplus" equal to the same 


amount, paid for by Quebecers. 


It will be observed, here and elswhere, how 


tenuous that conclusion is. It is entirely attributable 


to the method of breaking down indirect federal government 
taxes among the province. In sum, this interpretation: 

by the Quebec government could alone explain an entirely 
fictitious financial imbalance, with respect to which the 
Premier of Quebec has nevertheless proceeded to draw 


dramatic conclusions - to be commented on later. 


THE. CLASS TBPLCATION OF FEDERAL: PUBLIC CORPORATIONS 


The receipts, expenditures, Savings and invest- 
ments of the Post Office Department and of federal crown 
corporations are classified in the consolidated production 
account (private sector) of the Economic Accounts of Quebec, 
as is done in the corresponding national accounts. of Canada. 
Only the operating surpluses or deficits of the Post Office 
and these corporations are classified as revenues or 


expenditures of the federal government. 


Expenditures by the Post Office Department were 
$551 million in 1973, but since postal receipts that year 
amounted to $476 million, only the postal deficit of $75 
million was included in the federal expenditures to be 
allocated among the provinces. Hence, the amount allocated 


to Quebec sflorvexpenda tures byritine weostt Office is limited 
to..its.-share of. the $75.miblioni-deficit;: 


aerate 


However legitimate this may be in terms of 
economic accounting, this procedure has the effect of 
concealing an important dimension of the effect of the 
federal public sector on the Quebec economy. In fact, 
around twenty-five per cent of the staff of the Post Office 
Department is located in Quebec. In 1973 there were some 
12,500 employees of this department in Quebec, with their 
Salaries amounting to approximately $113 million. A large 
sum was also spent in Quebec on goods and services by 
the Post Office. 


The allocation to the business sector of the 
activity of federal crown corporations is even more important 
if the economic accounts are used to draw up any kind of 


financial balance sheet for federal activity in Quebec. 


In fact, the location in Quebec of the headquarters 
of the largest publicly owned federal enterprises such as 
the Canadian National Railways, Air Canada and Teleglobe 
Canada is due to "the very existence of a federal government", 
to use Premier Lévesque's own expression. In addition to 
these very important head office activities, it is 
necessary to take account of other crown corporations such 
as the C.B.C. and the National Harbours Board to gain an 
idea of the economic contribution made to Quebec by publicly 


owned federal enterprises. 


In 1973 these federal enterprises had more than 36,500 
employees in Quebec to whom more than $363 million in salaries 
was paid. Almost all of this amount, as well as the other 
costs of operation for these crown corporations is not 
classified as a federal expenditure in the Economic Accounts 


of Quebec. 
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THE ECONOMIC ACCOUNTS AND THE ARGUMENT OF MR. LEVESQUE 
AND MR. TREMBLAY 


It is obvious from the preceding that the 
conclusion which the present Quebec government claims to 
derive from the Economic Accounts of Quebec and which 
Premier Lévesque has presented as being "absolutely 
incontestable" can by no means be derived if the 
Accounts are correctly interpreted. The leader of the 
Quebec government has stated that "these tables provide 
a clear picture of whether Quebec is gaining or losing in 
its relations with the rest of Canada". However, the 
preceding observations have clearly established that 
provincial economic accounting, in its present form, leaves 
out too many economic realities to permit such an 


interpretation. 


The best illustration of this is provided by 
a consideration of the two main observations made by 
Premier Lévesque on the basis of his analysis of the 


Economic Accounts of Quebec. 


First observation by Mr. Lévesque 


"In the first place, the very existence of a 
federal government which taxes Quebecers in 
exchange for services which it provides to them, 
hash cost) Ouebec)) ine lSevears,e:the) impressive 


Sum ORG) Sib2allion 


Observations 


1. This interpretation of the Economic Accounts 


of Quebec overestimates by approximately $4.2 billion 


the indirect taxes which Quebec consumers actually paid 


roa) 


to the federal government during that period. 


2. The "saving" of $4.3 billion supposedly realized 
in Quebec by the federal treasury from 1961 to 1975 
represents in reality the value of indirect 
taxes - customs and excise duties, excise taxes and federal 
Sales tax - collected in Quebec but actually paid by consumers 


in other provinces. 


a, Lt 15 therefore not a "coincidence", as Mr. .Tremblay 
stated to the press, that the "Surplus" which the federal 
government supposedly realized in Quebec over this fifteen- 
year period is of the same size as the "net exports" 
determined in the Quebec accounts by residual calculation. 

As it turns out, what the province has in fact exported is 
a supposed fiscal burden. 


4, The statisticians who prepared the Economic Accounts 
were in fact very careful about this question. Thus, in 
their explanatory text they said: "the only valid inter- 
pretation of this residual is to consider it as a surplus or 
a deficit of federal revenues collected in Quebec over the 
current expenditures of federal offices or branches operating 


(1) 


in Quebec". 


5. On the contrary, the interpretation given by 
Mr. Lévesque and Mr. Tremblay to this surplus entirely omits 
the cOst Of public services. of bead. ontices Obethe federal 
government located in Ottawa and elsewhere outside Quebec 
which Quebecers benefit from. This is a cost of which 
Quebecers have had to assume approximately one quarter - that 


is, at the least, $350 million for the year 1973 alone. 


er ay eye 


(1) 


Economic Accounts of Quebec, page 78. 


6. Nor does this interpretation take into 
consideration the expenditures made abroad by the federal 
government for diplomatic and trade representation and 
defence. Quebecers have had to defray about one quarter 


of these expenditures, or at least $150 million in 1973. 


7. Finally, this interpretation omits the salaries 
paid to federal employees who are residents of Quebec 
but who work in government offices in the Province of Ontario - 


an. -OMLSSEOn. Of more ithan -$100).miLlL lion. 


Second Observation 


",..The second basic finding that can be 
drawn from these economic accounts is related 


to the other central feature which emerges, 


namely, Quebec's balance of payments (...) 

Quebec, in fact, was a net exporter of capital 
from Lool] cory 7/57 "sance’ 1t realized surpluses 

Oni tts "CURrTeNnt account with the rest of the world 
EOtahP one some rs, oS Di LL LOM le. 2) LN OLNGT a wor tes 
a substantial portion of the saving realized by 
Quebecers was exported via the federal government 


to finance the development of other provinces." 


However, despite what was stated on the subject 
by Mr. Lévesque and Mr. Tremblay, the Economic Accounts 
of Quebec, do not permit one to evaluate either the balance 
of merchandise trade, or the current account balance, or the 


balance of payments of Quebec with the rest of the world. 
1. The Economic Accounts contain no direct estimate 
of either exports or imports of good and services for 


the Province of Quebec. 
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2. The "net exports" balance appearing in table 2 
of the statistical document is a catch-all including 
such items as 

- the balance of merchandise trade; 

- the share of federal indirect taxes collected 
in Quebec but actually borne by consumers 
in other provinces; 

- the Quebec share of the cost of the public 
services made by out-of-Quebec head offices 
of the federal government, including its 
offices abroad; 

= gaS Well as a residual error which could 
actually be very important, given the develop- 
mental nature of the system of provincial 


economic accounting. 


3. Even if it were possible to separate from this 
catch-all the Quebec share of federal expenditures outside of 
Quebec, and the indirect taxes collected from within Quebec 
but paid by non-Quebecers, this residual would not equal 
the balance of the current account. The Quebec accounts 
are based on the concept of gross domestic product which, 
by definition, does not take into consideration flows of 


interest and dividends between Quebec and the outside. 


4. The amounts which Mr. Tremblay has listed under 
the designation "current account balance of Quebec" in the 
right-hand column of table 1 in the introductory document 
which he made public on March 25 therefore do not truly measure 
Quepec’s: curment) account balance. oRather arcchisias sthe sum, 
of a savings residual taken from the consolidated capital 
financing account (table 10) and from a percentage arbitrarily 
fixed dt 20-per. cent).01 whe undistributed prorits of 
cOuporations lon -Canada-.as—aywhole. 


Pe ray. 


5. The Quebec economy, like that of the whole of 
Canada, generally registers a deiicit for recetprercad 
payments of interest and dividends abroad. During 1973 
alone, for example, it is estimated that Quebecers had 
to pay out $360 million more abroad in interest and 


dividends than they received. 


6. Although no valid estimate of flows of interest 
and dividends between Quebec and the other provinces is 
available, nothing indicates that the Quebec economy 
enjoy a surplus under this category sufficient to offset 
the deficit which it must experience with foreign countries 


under the same heading. 


7. Finally, no estimate of Quebec's external balance 
of payments can be established without examining the capital 
account, that is, the movement of capital between this 
province, the rest of Canada and abroad. However, the data 


which would have made this possible are not available. 


GENERAL CONCLUSIONS 


1. The Economic Accounts of Quebec do not permit an 
evaluation of the impact of the revenues, expenditures 


and. other! financial operations of the federal qoverumene 
on the Quebec economy. 


2. These accounts do not permit any conclusions to be 
drawn on the balance of merchandise trade, the current 
account balance, or the capital account balance nor, as 


a consequence, on Quebec's external balance of payments. 


3.° Finally othese jaccounts do, notipermi teany <conchusion 
concerning the’ possible, value of. a hypothetical Ouebecrcurrencs. 
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